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The rice fields and jungles of Indo-China are today the crux of world politics. 

It is the West’s failures in this vital area that the Sino-Soviet bloc is exploiting to achieve 
its double purpose: the international recognition of Communist China and the torpedoing of the 
West European defense structure. 

To save the day in this increasingly difficult situation is the overwhelming task which, in 
the next few weeks, confronts US diplomacy. 

The heavily censored press dispatches from Indo-China fail to reveal the full gravity of 
the military position. WORLD can flatly state, however, that the predicament of the French Un- 
ion forces is steadily growing worse. In the past few months the Communist-led Viet Minh reb- 
els have overrun thousands of square miles of new territory. The French, after eight years of 
fighting, are still “cleaning up” the Red River Delta within a very few miles of Hanoi itself. 
But for massive and mounting American aid—and diplomatic pressure—the French Union 
armies would be at the point of actual collapse. 

While high US officials in the Far East, anxious to preserve the facade of Franco-Ameri- 
can friendship, publicly say nothing, WORLD has learned that privately they place the blame 
for the failure in Indo-China squarely on a group of strategically placed diehard French Army 
and colonial functionaries determined to “rule or ruin.” 

This group has sabotaged every attempt to build up an efficient native army for fear that 
such a force would insist on genuine instead of paper independence. 

Contrary to US policy in Korea, where ROK officers were trained to command regiments, 
divisions and corps, hardly a single Viet-Namese officer has been trained to command any unit 
larger than a company or a battalion in actual combat. This has made it impossible for Viet- 
Namese troops to take the field except under French commanders, and thus deprived them of 
any possibility of independent action. 

The morale of the native anti-Communist forces is now at its lowest ebb. 


Meanwhile, the highest US and other Western authorities are frankly pessimistic over 
the outcome of the Geneva Conference opening April 26, with Communist China participating, 
on the Indo-Chinese and Korean problems. It is agreed, however, that no possibility for bring- 
ing about a Far East detente can safely be left unexplored. 

The consensus is that the conference has only an outside chance, even with greatest 
good will on both sides, of producing a settlement in Indo-China, and that it cannot result in 
any change in the present Korean stalemate. 


Failure of the conference to produce a settlement will, on the other hand, almost certainly 
result in a French withdrawal from Indo-China, confronting Eisenhower and Dulles with the di- 
lemma faced by Truman and Acheson when the Communists invaded South Korea—abandon 
the area to Communist domination, or commit the US to open war. 
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WORLD can reveal the results of a secret survey ordered by French Premier 
Joseph Laniel. The poll showed that no more than 250 members of the National Assembly—or 
some 30 short of the necessary majority—would vote to ratify EDC if a showdown occurred be- 
fore the Geneva meeting. In addition, six members of his Cabinet have informed him that they 
will resign—leaving France once again without a government—if he attempts to force a vote of 
confidence on the issue. 
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This is the measure of how ominously the dark shadow of Indo-China hangs over West- 
ern Europe itself. 


Moscow is dangling before war-weary France the bait of an Indo-Chinese settlement in 
return for rejection or indefinite postponement of ratification—and the Soviet drive already has 
come perilously close to success. 


Even such powerful French business and industrial groups as the Mechanical Construc- 
tors’ Syndicate and the Confederation of Small and Medium Enterprises have joined the “Ge- 
neva Firsters” in demanding that no vote be taken until after the conference. 


Also bitterly opposed are the followers of General Charles de Gaulle, who plans to make 
a dramatic personal appeal to the Assembly if ratification appears likely, and, of course, the 
powerul Communist Assembly bloc. All other parties are split wide open on the issue. 


Fighting against mounting odds to force a vote before April 15, when the Assembly 
recesses for Easter, are Foreign Secretary Georges Bidault, Socialist leader Guy Mollet, and 
former Premier Antoine Pinay. Their major argument is that Moscow respects only strength, 
and will not discuss a genuine settlement at Geneva unless ratification is a fait accompli. 


Backing their desperate efforts are the US, Great Britain and West Germany, who are 
offering, in a series of secret conferences in Paris and elsewhere, every possible concession to 
meet French objections. 


The assurances offered to strengthen Bidault in the ratification fight are: 


1. British troops in Germany will be maintained at their present combat strength for 
the duration of EDC, fifty years, provided the US agrees to a similar extension of NATO. 


For constitutional reasons, such US assurances would necessarily be limited to a semi- 
private “declaration of intention,” but WORLD has been informed that Whitehall would regard 
this as satisfactory if it brought about French ratification. 


2. Closest cooperation between the British Army of the Rhine and the European Army, 
with the British divisions placed under the operational command of French Marshal Alphonse 
Juin, NATO central sector commander and projected EDC commander-in-chief. 


3. A permanent British delegation accredited to the EDC Defense Authority and head- 
ed by a ranking cabinet member who will sit on the EDC Council of Ministers. He is expected 
to be Defense Minister Field Marshal Lord Alexander. 


4. Agreement by West Germany that the Saar shall be “Europeanized” until the sign- 
ing of a German peace treaty, provided the Saar Landtag, as is virtually certain, consents. This 
in practice means abandonment by West Germany of its demands for early return of the 
area, now administered by France. 


5. Early election of the projected European parliament to ensure complete civilian 

control. It is hoped this will win over Socialist waverers. 
* * a 

US diplomacy also is facing an almost insuperable task at the Tenth Inter- 

American Conference at Caracas, V enesuela. 


There is no prospect whatever that the Latin American nations will join Washington in 
any direct diplomatic action against Guatemala’s pro-Communist government, and not much 
chance that they will approve even a resolution condemning the Arbenz regime in general terms. 


The reluctant and resentful Latin American states insist that their economic difficulties, 
which they blame largely on the US, are of much greater importance than any existing Com- 
munist menace and would, if solved, eliminate the Communist threat almost entirely. 


As the price of even paper censure of the Guatemalan regime, the US would have to 











lower tariffs, increase the price paid for Latin American raw materials and reverse the Wash- 
ington trend which has greatly decreased Import-Export Bank investments abroad and cut 
the Technical Assistance Program to the bone. The US delegation, in the present temper of 
Congress, is powerless to make any such commitments. 


On the basis of confidential conversations with delegates, WORLD’s correspondent in Ca- 
racas cables that the most anti-Communist of Latin Americans secretly sympathize with Gua- 
temala’s defiance of the “Colossus of the North” and bitterly condemn the British “military in- 
tervention” which recently overthrew British Guiana’s pro-Communist Jagan cabinet. 


Unless Washington’s delegation steps warily indeed, the conference, instead of strength- 
ening “hemispheric solidarity,” may give the Communists and other enemies of the US an op- 
portunity to weaken it gravely, handing Moscow its first substantial victory in Latin America. 

* cd od 
A bitter struggle for power is still raging inside Egypt’s ruling military junta, 
the “Revolutionary Command Council,” despite the nominal restoration to the Presidency of 
the ailing Mohammed Naguib as “window-dressing” proof of unity. 


A new and definite showdown between Naguib’s followers and those of Gamal Abdel 
Nasser, who as successor to Naguib in the Prime Ministry (see WORLD, issue of Jan. 8) holds 
the chief reins of government, will take place, WORLD has learned, as soon as realignment of 
the opposing forces is completed. It may easily lead to open fighting between the army factions. 


Nasser already controls a majority of the eleven junta members. He compelled Naguib, 
as the price of his restoration to the Presidency, to admit publicly that the junta was the “Su- 
preme Custodian of the National Interest.” 


Backing him is the regime’s chief trouble-shooter, Minister of National Guidance Salah 
Salem, the towering, colorful army major credited with swinging the Sudan to Egypt and away 
from Great Britain in that territory’s first elections last autumn. 


The new Prime Minister also is supported by a majority of Egypt’s 5000 army officers. 
However, the forces lined up behind Naguib must not be discounted. 
He is immensely popular both with the people and the rank and file of the armed forces. 


He also possesses the allegiance of two ether important junta members, Major Khaled 
Mohieddine, who has a devoted and growing following among armored-force officers, and the 
latter’s cousin, Colonel Zakaria Mohieddine, influential chief of military intelligence. 


Major Mohieddine, who engineered the coup which restored Naguib to the Presidency 
and who devoutly admires Chinese revolutionist Dr. Sun Yat-sen, recently stated that “he who 
controls the tanks rules Egypt.” 


The fagade of junta unity has been preserved so far by fear that an open split would 
pave the way for seizure of power by the fanatic Moslem Brotherhood, recently driven under- 
ground by the government, the outlawed but still powerful Wafdist party—the dominant po- 
litical organization until the ouster of King Farouk—or even the Communists. 


Another deterrent to immediate conflict, WORLD has learned, is the private intima- 
tion that the British government, while anxious not to intervene, would feel a “special responsi- 
bility”—and has the troops in Suez to back it up—should Egyptian civil strife lead to widespread 
anarchy and attacks on foreign lives and property. 


Whichever faction is ultimate victor, however, there will be no immediate change in 
Cairo’s policy of “non-cooperation” with the West and refusal to join in the Middle East de- 
fense plans. 


To win popular support, leaders of the rival factions are vying with each other in de- 
nunciation of Great Britain and the United States. 
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BUSINESS AND ECONOMIC EVENTS OF THE HOUR: 


The much-heralded West German tax reform program — aimed at stimulating 
consumption and industrial development — is now sure to be introduced in the Bonn Parliament 
before long. Although official sources are being extremely close-mouthed about how much 
taxes will be reduced, WORLD has learned that income tax rates will probably be lowered as 
much as 20 per cent. It is likely that the greater part of the reductions will be accomplished by 
raising the amount of income exempt from taxation. 

The only unresolved problem is when to make the cuts effective. Most cabinet ministers 
favor taking action by July 1, but Finance Minister Fritz Schaeffer doesn’t think that current 
commitments will permit the slash until the end of the year. 

* * a 

Canada’s proposed plan to have the government insure home mortgages is at- 
tracting capital from US, Swiss and British financial circles. The complete plan will not be avail- 
able until the legislation passes Parliament and the federal government announces that the 
regulations are in force, but it is apparent that the plan will take the following shape: 

An investor will be able to buy mortgages from approved lenders such as banks and 
trust companies and turn them back to the seller to administer. The investor probably will be 
guaranteed a return on his money of about 5 per cent and his funds will be fully insured by the 
government. In addition, all funds in Canada are transferable. In case of foreclosure there is 
only a slight loss on the book value of the mortgage. 


When the plan was first put forward it was estimated that it would attract about $50 
million from foreign sources, but the tremendous amount of interest abroad has forced govern- 
ment officials to raise their estimates. Now it is expected that US firms and private citizens will 
try to buy at least $300 million worth of mortgages in the next few years. In 1953, 100,000 
housing units were built in Canada at a cost of more than a billion dollars. 

« * * 

American manufacturers who go after foreign contracts will encounter strong 
competition from a new source before long. Austria has just opened a bureau which receives 
information from foreign nations concerning business opportunities in their countries. In the 
first six weeks of operation, the bureau received over 200 requests for Austrian bids on manu- 
facturing and building contracts. By the end of the year, Austria will have no fewer than 82 
foreign trade centers functioning abroad, channeling bids back home. 

The Vienna government also is behind a new credit insurance plan which will be run 
by private Austrian insurance companies. Starting out with the financing of domestic business, 
they will probably insure exports before the year is out. Because Austrian manufacturers are 
often able to underbid their US competition, this concentrated drive for business abroad will 
result in contracts for Austrians at the expense of higher-priced American firms. 

* * * 

West Germany’s Economics Minister, Ludwig Erhard, apparently has fought his 
first losing battle since becoming virtual czar of the Bonn Republic’s economic policies. He was 
able to get away with a drastic devaluation of the currency in 1948 and managed to put over 
various measures to underwrite foreign investments without any real trouble, but in trying to 
get an anti-cartel law passed he ran up against the solid resistance of the Association of Ger- 
man Industrialists, led by its president, Fritz Berg. The AGI has been extremely critical of the 
proposed law and it now looks as if it has managed to stymie the plan. The next step probably 
will be talks between Erhard and Berg to work out a compromise, but observers here feel that, 
having so far successfully halted the heretofore invincible Erhard in his tracks, Berg will now 


try to kill the whole idea of anti-cartel legislation. 
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